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CHAPTER I 



INTRODUCTION 



All aspects of Department of Defense (DOD) operations, 
Involvements, and interests are being intensely and closely 
scrutinized today. Members of the Congress, in their roles 
as representatives of their constituency and as members of 
committees and subcommittees, seem to be experiencing 
increasing pressure by constituents and special interest 
groups to divert government funds from defense-related 
projects to those programs which are considered to be more 
people-orientea or humanitarian.* 

Defense has been, is, and, in all likelihood, will 
continue to be very big business in the United States. While 
the Congress and a significant percentage of the nation's 
citizenry nay be greatly concerned with the task of cutting 
back the level of Department of Defense expenditures, the very 
real and tremendously complex problem is that of determining 
specifically where in the DOD budget the cuts can be 
realistically made and then deciding upon the amounts of those 
cuts . 



^■Mrs. Nancy Sumners, staff member of U.S. Senator 
Robert P. Griffin of Michigan and Mrs. Charles Earnhart, staff 
member of U.S. Representative Clarence J. Brown, Jr., of the 
Seventh Ohio District, private interviews held during April, 
1971. 
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The nation's annual budgets— proposed by the 

President and approved by the Congress— for fiscal years 

1967~1972, have allocated between fifty-nine and sixty- two 

percent of the DOD (Military) budget dollars to the direct 

and overhead costs of defense operations, including the costs 

of military personnel, operations, and maintenance. The 

smaller, remaining portion of the DOD military budget 

expenditures is for military procurement, research and 

development and construction.^ 

Recognizing that more than half of the DOD military 

budget dollars has been consumed by the day-to-day operations 

of the Defense Department, the President and the members of 

the Congress have repeatedly ordered or demanded that the 

leaders within the Department make a concentrated effort to 

improve the level of management throughout the DOD.^ The DOD 

managers have responded to such directions by implementing 

such management techniques as operations research, cost- 

benefit analysis, decision theory, and Planning, Programming 

3 

and Budgeting Systems (PPBS). The ultimate goal is to improve 

^Executive Office of the President, Office of Manage- 
ment and Budget, The U.S, Budget in Brief . Fiscal Year 1972, 

p. 62. 

^Fremont J. Lyden and Ernest G. Miller, eds., 

PI arm 1 n rr "li r? Pud rating:: A System Anrroach to Manage- 

ront (Cnicago, Illinois: Markham Publishing Company, 1969 JT" 

pp. 5 and 11. 

^Charles J. Hitch and Roland II. McKean, The Economics 
of the H uclng r Acre (Hew York: The Harvard 

University Press, i9b0)and Charles J. Hitch, Decision-Making 
fo r D^f n r-n (Los Angeles, California: University of 

California Press, 1966). 
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the efficiency and effectiveness of all phases of defense 
operations while reducing costs. The Congress has given great 
emphasis to these demands by appropriating fewer defense 
dollars each year. This places the problem of living within 
the reduced budgets upon the managers of the various segments 
of the Department. 

The top managers within the DOD are thus in the 
position of receiving steadily -reduced resources for 
operational purposes, with concomitant exhortations from the 
country's leaders to immediately and drastically improve the 
overall level of management. They must decide how and where 
the Department's scarce resources can be used for the optimum 
benefit to the country. Already the nation has witnessed a 
series of base closings involving personnel layoffs within 
the DOD which have set records by their magnitude. In 1965 , 
for Gxample, 126 bases and components were closed. These 
activities and functional components either failed to relate 
adequately to the overall national priorities, or, because 
they were less than effectively managed, their continued 
existence could not be Justified.^ 

It has been a long-recognized fact of life within the 
DOD that competition among the several branches of the armed 
services for budget dollars 13 extremely keen. With steady 

IColonel G. L. J. Dalferes, D.S. Army, Deputy Director 
(Installations), Office of Legislative Liaison, Department of 
Defense, telephone inquiry made on April 19, 1971. 
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contraction of DOD funds facing them, each service will be 
concerned with developing a reputation for efficiency and 
effectiveness of operations and management to the extent that 
tlio remaining sister services vrill pale in comparison. Such 
a reputation is not easily earned and depends upon the 
conscientious efforts of all personnel in all segments of the 
organisation. The service having the poorest quality of 
management, or any organisational segment within a particular 
service with such a problem, will not compete well with the 
other services or organisational segments for the limited 
resources available. Actual survival may become a prime 
motivator for improved management within the DOD. 

The latest concentration of interest upon better 
management of DOD operations has caused the organization’s top 
managers to examine the various means at their disposal for 
yielding the maximum output, given a reduced level of resource 
input. One of the most Innovative and dramatic steps which 
has been taken in this direction was made by President Nixon 
and Secretary of Defense Laird in 1969 when they appointed a 
Blue Ribbon Defense Panel and assigned it the task of 
studying the entire organization, structure, and operation 
of the Department of Defense with a view toward improving 
these areas of the Department.^ 

'Gilbert W. Fitzhugh, Chairman, Blue Ribbon Defense 
Panel, P.r ^ort to sld^nt . an d Secretary of Defense 

on the j)^y -rga (Washington. D.O.: U.S. 

Government Printing OifTce, July 1, 1970). 



5 



Specifically, Defense Department managers may have to 
consider just how they can expect to realize at least the same, 
if not a higher, level of operational effectiveness given only 
slightly reduced work loads but far more greatly reduced 
personnel allowances. The next logical step by management, 
then, would be to determine how these fewer numbers of 
employees can be motivated to meet the management goals of 
producing to their maximum capacity, actively seeking ways of 
reducing costs, doing each task correctly the first time, and 
continually seeking new, better methods for doing their jobs. 
Employee motivation often is, due to its very nature, 
necessarily directly associated with incentive of some sort. 

It would seem logical, then, that DOD managers must concentrate 
at least part of their attention upon DOD employees' needs and 
upon the types of incentives which will most effectively 
motivate these employees toward achieving the above goals. 
During the past thirty years, behavioral scientists 
have contributed new approaches to the science of management 
by identifying the various types of individual needs and by 
developing theories of motivation relating to these needs. 

Thus it has been generally accepted over the years that, as 
a result, modern managers can better understand their 
employees and consequently can provide the necessary 
Incentives in varying situations to make possible a more 
effective achievement of management and organizational goals 
which must be met through the actions of the employees. 
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The nation's industrial community has experimented 
with a number of types of incentive plans and programs aimed 
at motivating employees toward the goals mentioned earlier. 

Very few of these plans, however, have been implemented within 
the Department of Defense even though the organization, like 
theso in industry, is production- or mission-oriented. 

Should DOD managers study the possibilities of 
implementing, within the DOD, incentive plans similar to those 
which have proved to be successful employee motivators in 
industry? John D. Roth, Director of the Office of Incentive 
Systems, U.S. Civil Service Commission, thinks that the 
Defense Department might well give greater emphasis to this 
idea than it has . 1 Prank Churney, Director of the Office of 
Motivation and Incentive, Department of the Kavy, agrees with 
this view point . 2 He has noted, however, that within th<? Kavy 
Department, there is a relatively large number of managers 
who apparently believe that there is entirely too much disparity 
between defense and industrial organizations to permit the 
successful application of industrial incentive plans to the 
non-profit-oriented environment of the Navy Department or the 
DOD. 



1 John D. Roth, private Interview held in March 1971. 

2 

Prank Churney, private interview held in March 1971. 
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Objectives of the Study 

It is the purpose of this paper to examine various 
theories and concepts regarding employee motivation, to 
compare and reviev* various incentive plans used in industry 
to motivate employees tovard the achievement of specific 
goals, and then to answer the primary research question: 

Can incentive plans such as those which are used in 
a profit-oriented, industrial environment be effectively used 
as employee motivational devices in a production-conscious, 
non-profit-oriented organization such as the Department of 
the Kavy? 

In the process of developing an answer to this basic 
question, the following subsidiary questions will also be 
considered ; 

1. What are some of the most generally accepted 
theories and concepts concerning employee motivation in a 
production-oriented environment? 

2. What incentive plans have been successfully used 
in profit-oriented, industrial organizations and what are the 
motivational theories upon which these plans are based? 

3. Which incentive plans, if any, that have been 
successfully used in profit-oriented organizations might be 
successfully applied as employee motivational tools in the 
Department of the Kavy and what are the bases of motivation 
upon which such plans provide incentives to Kavy civilian 
employees? 
















* 
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4. What incentive plans have been instituted within 
the Department of the Navy and what has been their apparent 
success as employee motivators? 

5. How might the Department of the Navy improve its 
use of Incentive plans to the extent that its civilian 
employees would be more highly motivated toward the management 
goals of providing maximum effort, effectiveness and 
efficiency; reduced operating costs; greater production 
accuracy; and continual job improvement? 

Scone and Limitations of the Study 

The subject areas of incentive plans and of motivation 
are extremely broad and complex. No attempt will be made in 
this study to make a comprehensive evaluation of either subject 
area. Eather, the paper will be confined to a discussion of 
only the most widely-accepted approaches to motivation and to 
those incentive plans which seem to be most commonly and 
successfully used in industry today. Discussion of Incentive 
plans is limited to those plans which are designed to motivate 
nonsupervisory employees who are involved in fairly routine 
line functions. No attempt is made in the study to examine 
incentive plans which relate to either management or to sales 
functions. 

Notwithstanding the fact that this study could easily 
and equally apply to practically any department or agency 
within the United States Federal Government, discussions will 
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be focused primarily upon the Department of the Navy, in which 
the author has had the advantage of thirteen years of 
experience— Including experience as a line manager in field 
activities, managing both civilian and military personnel. 

The study is confined to the Department of the Navy rather 
than, for example, the Department of Defense, in order to 
both restrict the scope of the study and to permit the making 
of certain comparisons between the Navy Department and other 
branches of the Armed Services. 

Research for this paper consisted primarily of library 
research supported by copies of instructions, reports, and 
articles obtained from the Office of Incentive Sys terns, U.S . 
Civil Service Commission; the Office of Motivation and 
Incentives, Department of the Navy; and by information 
provided by the directors of these offices during interviews. 
Additional information was provided by the corporate offices 
of the Maytag Company, General Motors, General Electric, and 
the International Business Machines Company, in response to 
queries by the author. 

Order and Nature of the Presentation 

The organization of this paper is intended to lead in 
logical order to a conclusion regarding the applicability of 
Indus trial- type Incentive plans to the Navy Department. 

Chapter II provides a foundation for the remainder of 
the study. Motivation of individuals is defined and the 
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significance of motivation in relation to employees in a work 
environment is discussed. An underlying factor, necessary to 
an understanding of motivation, and basic to this chapter 
itself, is a repeated reference to and discussion of the 
various types of individual needs to which motivation is 
related. The aore significant approaches to motivation and 
the management writers or behavioral scientists most closely 
associated with those concepts are discussed. 

Chapter III concentrates attention upon the relation- 
ship of motivation to incentives, or more specifically, to 
financial Incentive plans. Incentive plans, including those 
popularized by Frederick Taylor and those which are 
successfully used in industry today and which aro designed 
around prevailing theories of individual motivation are 
discussed. The merits and uses of financial incentive plans 
are discussed. 

Chapter IV describes and discusses suggestion systems. 
This type of employee incentive plan combines nonf inancial 
and financial rewards. The chapter explains the concept of 
suggestions systems as an employee motivation device and as a 
benefactor to the sponsoring company, and further relates the 
types of rewards provided by the plan to the employee needs 
which were discussed in Chapter III. 

Chapter V attempts to relate the non-profit-oriented 
environment of the Navy Department to the needs of Navy 
civilian employees, to the concepts of motivation discussed 
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la Chapter II v/hich are most likely to be applicable to Navy 
civilian employees, and to the incentive plans discussed in 
Chapters III and IV. Then follows an identification and 
discussion of the types of incentive plans which are 
currently used within the Department of tho Navy and how 
relatively successful they are as compared to similar types 
of incentive plans used by other government departments and 
agencies and by large industrial companies. Finally, this 
chapter discusses apparent weaknesses in both design and use 
of Navy Department incentive plans. 

A summary of the study is contained in Chapter VI, 
along with conclusions relating to the primary research 
question. Also, recommendations are made for possible 
improvement of the design and use of incentive plans as 
management tools for motivating desired employee response 
tot/ard stated goals of the Department of the Navy. 



CHAPTER II 



CONCEPTS OF MOTIVATION 
Introduction 

Many articles and books have been written about 
motivation and the various approaches to motivation. It has 
been said that every manager, in order to be successful, 
must understand the concept of motivation as it applies to 
his employees.^- The observation has also been made that some 
managers today operate as though they believe that 
motivational theory, being a product of the "happiness school" 
of management thought, must necessarily be viewed with a 
great deal of honest skepticism. ^ 

Exactly what is motivation? The dictionary provides 
a very simple definition: "that which motivates; inducement; 

incentive. "3 This same source is a bit more descriptive of 
the term "motive": "something that prompts a person to act 

^■William G. Scott, Human. Relations in Management: A 

Beh avior al Science Ar m-roach (Homewood, ill. : Richard D. 

Irwin, 1902), p.“03. 

^Dale Yoder, Ppjm onnol Narac e pont and Industrial 
Re 3 at. lore (Englewood Cliffs, New Jersey: iTentlce-Hall, Inc., 

1970), j: 76. 

3 T he Random House Plc t3 onary of the Ern - Iich Hanyuage , 
Jess Stein, ed., Unabridged Edition, 1907, p. 934. 
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